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Summoyy. and Conclvaions

The sconomic gains made by the Soviets im 1951 (projected for the first
10 months), as reported by Lavrently P. Berlya, Pelitburo member end former
Chiaf of the Sascret Polics (MVD), im his officiel speech on the 34th anni-
versary of the "Groet October Sccialist Revolution," may be summed up gon=—
erally by his statements "that the untionsl econcwy plam for 1951 will bs
fulfilled and exceedsd" and that "industriel production as compared with
" last. year has increased by mors than 15 percent end will be double the pro-
war 1940 production.” He stated furthsr that ths increase in productisn in
the basic industries ls 12 percent.

The increase in production has besn attributed largely to improvemsnt in
technical squipment, which in turn has mads possible an incrsase in produc-
tivity of lebor (by which ths Soviets probably mean cutput per worker nsr
wnit time). ' :

The Beriye spsoch shows that the Soviets have a 1951 Plan dsspite the
fact that no fifth Five Year Plan has boon published as yet. The progress
in industrial production made under this Plam, as reported by Bordya, is
consistent with that made in recent ysars and in general is in lins with in-
depsndent estimates or may be reconciled with them by certain interpretations.

Scme claims appear to be exaggerated and no doubt are intended to mlsleed
but, if properly snalyzed, may be interpreted as future plans,

The somewhat bombastlc ststaments of the Soviets in comparing their pro-
duction with that of Western Europe and other countries whero they car show
an sdvantege may be true, but these statements are misleading beceuse they
omit comparison with the US, with regard to which their production of petroleun-
15 ahout one-seventh, their electric power output about ons-querter, gid their
steel output less than one~third.
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The econcmic gains made by the Soviets in 1951 (projected for the first
10 months), as reported by Lavrentiy P. Beriya, Politburo pember and former
Chicf of the Secrst Police (MVD), in his official spesch on the 34th apni-
versary of the "Great October Secislist Revolution," may be summed up gen=
erally by his statements "that the nationsl ecomcmy plan for 1951 will be
fulfilled and excesded" and that "industrial production as compersd with
last year has incressed by more than 15 percent and will be double the pre-
wer 1940 production." He stated further that the increase in production in
the basic industries is 12 percent. _

The increase in production has besn attributed largely to improvement in
‘technical equipment, which in turn has made possible an increase in produc-
tivity of leber. :

The following table has been ccmpiled from the availsble data on a few
basic items to illustrate the gains that have been mades ‘

Production of Selacted Basic Items in the USSR

Raw Steel = Electric Power Patrolaun

(Million (Billien (¥i1lion
Metric Tons) Kilowatt-kowrs) Metric Tons)

Beriya, 1951 ] |

Soviet Claims 31.3 104.0 | 42.0
1950 Sovist

Claims (Bulganin) 27.3 %0.0 37.5
1940 Bess 18.3 48,2 31.0
1950 Plan - 25.4 82,0 35.4

Examination of these data in the light of Soviet claims shows that for
the three basic items, steel, electric power, and petroleum, the incroesed
preduction of 12 to 15 percent for these items in 1951 over 1950 is correct
as based on Sovist official figures for both years. Morsover, curreni CIA
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figures on these items, while somewhat lower, may be reconciled with Soviet
data when interpreted from certain roints of view,

The Soviet cleim of double the prevar 1940 production, however, camnot be
substantiated (except for electric power) if it is applied to the production
of the major basic items, although it could apply to some items, such as syn=-
thetic rubber. On the other hamd, it can be demomstrated that if this claim
is applied to ruble value (sstimated by selocted 19R6€-27 prices and by come
manipulation of the data), the statement may be proved. The 1940 production
in ruble velus was 138.5 billione, or 277 billicns of rubles when doubled,
vhich is in line with Beriya‘s statement. :

The 1951 gross imdustrial production figure (expressed in 1926-27 rubles
and indicating a gain of 200 porcent of 1940 and 115 percent of 1950 produc=—
tion) 1s an inadequate baromster of industrial activity. Thia 1951 figure
contains a substantial upward bias resulting fram two factorss {a) 1926-27
prices are used as weights for all items whose initial production occurred
sarlier than 1926-27, and (b) prices for the first year of production sre
used as welghts for all items whose initial production cccurred after 1926-27.
In both cases, these prices are, in gensral, higher (relative to prices of
nonindustrial commodities) than prices for subsequent years,

In any event, substantial gains in industrial ﬁroduction have been made
by the Soviets, , '

3.

Careful analysis of each of the Seviet claims regarding production shows
that in spite of the apparent evidence to the contrary, they have not in the -
broad sense exaggsrated their figures, But the claim that 1951 production
will be double that of 1940 raises at the cutset the question of whether the
Soviets are attempting to mislead or to exeggerate, Their languasge is so
adroitly chosen that it ean readily mislead the unskiiled or the unvary, as
no doubt is intended. Moreover, ons must penetrate certain of their eryptic
or embiguous statements to get at their resal meanings. Their technique no
doubt serves the purpose of propaganda for thelr own people. At the semes
time, they are able to presant factual data onm major items which can stand
direct exemination, In addition, many, if not most, of these ambiguous state-
ments afford the Soviets a loophole -~ if indsed they fecl that they need ons.
This question of ambiguous and misleading statements will be further illustrated
by other exemples below in the anelysis of their cryptic stataments.

The Soviets no doubt belisve that a direct presentation of some of their
industrial gains is a basis for Justifieble pride, particularly with respect
to increases in the producticn of such major items as steel (also plg iron and
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rolled steel), crude oil, and electric power. For 1951, in contrast to
1950, output of these items is given in direct figures instesd of cryptic
percentage increases, The Soviets state that they have achieved an in-
craase of about 4 million metric tons of steel and an increase of 4.5 ‘
mnillion metric tons of erude oil for 1951 over 1950, The claim that produce

_ tion of 60 million metric tons of crude oil a year (the goal set by Stalin
in 1946 for 1960) will be reached shead of schedule appsars to be amply -
Justified, Electric power productlon also is given as a dirsct figure of
104 billion kilowatt-hours for 1951. These claims, as pointed out above,
may be reconciled with current CIA figures on thess items when intsrpreted
from certain points of view. There apparently is no attempt at evasion in
the Soviet claims with respect to any of these three items. Soviet figures
for pig iron and rolled stesl are in line with their estimated raw stesl
production and with previocusly published official figures,

The Soviet statement that slectric pover production exceeds the combined
output of elsctric power in the UK and France is Justified by the facts, but
it is noticeable that the Soviets do not stete that it is about one-quarter
of the power output of the US, Similarly, the somewhat boastful claim of the
Soviets that the USSR is now producing roughly as much steel as the UK, France,
Belgium, and Sweden together, based on the Soviet 1951 estimats, is essentially
correct, but the Sovists do not include the statemenmt that they are producing
scmewhat less than one-third of US stesl preoduction,

o

The g£laims of the Soviets that "the USSR coal industry today not only
meets the requirements of our country but also has insured the creation of the
necessary ressrves" are comservative and no doubt can be substantiated in all
respacts with the one possible exception of an immediate supply of a suitable
quality of coking coal for all of their expanding end future needs,

The increase of 11 percent in reilroad freight turnover and the claimsd
increases in river and sea transport appear to be justified by the aveilable
data. The 1950 plan of 532 billion tom-kilometers for freight turnover was
substantially excesded in that year, and continued progress appears to be in
evidenge. On the basis of over 600 billion ton-kilometers ‘actually performed
in 1950 and of the claimed 1951 increase of 11 percent In raillrcaed freight
turnover, the Soviet boast that the increase slmost equals the annual freight
turnover of the UK and France falls short of the mark by about 15 percent,
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o. Budlding and Copstruction.

Building and construction generally have lagged in the USSR. The
failure to meet the planned output quota is dus partly to shortages of
mechanical equipment, The major cause, however, 1s lack of emphasis on this
program as compared with other Industries.

~ It is belioved that cement, brick, and ceramic pipe production in
1951 will be greator than in 1950, as thers are ample suppliss of raw materials
available in the USSR for thess products., However, an increase of 2 million
tons of cement in 1 year, as claimed by Beriya, does not seem to be probable.

Beriye stated thet "ouwr builders have achiaved certain sucocsses in
reducing the ooat and the time of construction.” But despite olairs of
inoreased availability of materials and mechinery, the Soviets tacitly admit
their baokwardness in building and construotion in Beriya's further statenents
"Howavor, there is etill much they have to do. Firat of all, the orgenization
of work in building sites should be put in proper ordsr, building machinsry
should be used more produstively, work stould be better organized and overhoad
expenditures sharply roduced. Unnecessary expenditure whioh mekes the cosgt
of building more axpensive and whieh is still oombained in projects and
estimates should be removed.”

d.

. Statements about increased production and availability of consumer
. goods generally are in line with quarterly USSR reports on the same subject.
They appear to indicats & substantisl increase in the standard of living,
but actually this is not the case, '

The percentage increases reported for consumer goods reflect produce
tion to meet the needs of graduasl increases In urban population, and the data
reflect nonfarm consumption as well as changes in the marketing of consumer
goods to government-operated stores. The actusl increase of consumer goods
as reported, if calculated on a per capita basis, might not even be apparent.

In "general, while some advances may lave been made by the Soviets dur-
ing 1951, their standerds of living are still very low in comparison with the
West, |

Technological advances in the chemical' industry are specifically re-
ferred to but are not disclosed except in terms of increassd production, prin-
cipally of fertilismers, insecticides, and synthetic rubber., Beriys staies that
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the latter is to be increased by 20 percent over last year, meking a total
of 296,000 motric tons according to Soviet official deta, While this claimed
synthetic rubber production is greater than current CIA estimates, even the
latter indicate more than double prewar production. Nothing is said about
improvement in the quality of synthetic rubber, which is important from the
point of view of technological advances,

A similar qualitative gquestion aleo may bs raised sbout the machine~
building industry with regard to types. An increase of 21 percent in total
cutput 1s claimed over last year, and this doss not appear unreasonable from
the avallebls evidence.

The Soviet claim that a steam turbine, now under construction, "of a
power of 150,000 kilowatts never befors produced in the world," is relatively
minor, and the statement is incorrect, ag there are at least several in the
US exceeding this sizme. Moreover, a 200,000-kilowatt turbine is now vnder
construction for the Philadelphia area. : ‘

The most important Soviet technological advance, Judging from the
results reported, appesrs to bs in the production of steel, im which it is
claimed that the Soviets are exploiting their "blast fumaces In a wors pro-
ductive way" and that "on account of this alome in 1951 an additionel 1.35
million metric tons of stesl will bs produced.® Thus, if the claims are truse,
one~third of this year’s increase in stesl production has besm produced with-
out the building of new blast furnaces and the expenditure of stesl which would
otherwise have beon necessary. :

The claim that productivity of labor (by which the Soviets probably
mean output per worker per unit time) in indusiry was ralsed by 10 percent
appears to be acceptable, as is the reported growth of population, showlng a
net incresase of approximantely 3 million per year. The Soviets recognlise that
increased productivity of labor is intimately tied in with improvement in
tochnical equipment and skills of the workers as well as with organizetion of
production. Morsover, they state that these factors have made it possible to
increase productivity of labor and thus to account for elmest two-thivds of the
incrasse in industrial production. Howsver, the Soviet method of measuring
productivity of lsbor shows a substantlal gain that may be misleading. Beriya
does not distinguish changes in productivity of labor resulting from two dif-
ferent ssts of factora:an%l) changes in the capitel equirment-lebor ratio and
(2) changes in the efficlency of labor with a fixed cepital aquipment-labor
ratio, The Soviet statement about the education of technicians and specielists
and about higher education has been substentiated generslly by CIA estimates.
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No definite production claims were made in connection with the so~called
"upsurge in agriculture,” but the implications of such increaszed production
as might be inferred from the Soviet statements are most important., The
statement that the gross harvesting of grains in the past few ysars has
exceeded 7 billion poods 1/ annually figures ocut at about 115 million metric
tons gross or biological yield, or about 92 million metric tons net in barn,
using the usual loss figure of 20 percent from gross yield to net, These
claims may have no definite meaning for current production, bscause they
cover a number of years, and the relationship based on Soviet claims betwesn
gross and net ylelds is somewhat obscure, TFor example, last year Bulganin
claimed 124 million metric tons, or 100 million metric tons net, based on a
20-percent loss. Current CIA estimates, as well as averages for the past
several years, sre somewhat lower than Soviet claims, probebly indicating
that loss factors are larger than those shown or that claims based on gross
ylelds are exaggerated, The statement also is made that "the extension of
irrigated areas and water supply to the fields will moke it possible to pro-
duce ... half a billion poods more wheat" a ysar, This would emount to 106.6
million metric tons (net in barn on the bessis of a 20~percent loss factor) for
1951 had the plan been implemented., If accepted as spplied to current produc-
tion, however, the statement would be misleading,

Of still greater significance in connection with possible attempts to
‘mislead 1s the Soviat statement.that "the extension of irrigated areas and
water supply" to cotton would result in the "production of 3 million tons
of raw cotton mors per year.," Had this beon implemented in 1951, the Soviet
claimed production for 1950 would be doubled. This statement is grossly mis~
leading if accepted at face valueo as an accomplished fact, If the statoment
that the USSR will produce more cotton than India, Pakistan, and Egypt com-
bilned 1s used as an estimate of 1951 production, it would mean, according to
the Soviet claims, that they will produce at least 3.75 million metric tons
¢f rayw cotton, a gain of 0.75 million tons ovesr last year. This would bs
much more in line with actual production than dovbling the yileld. Similay
claims are made with respect to other agricultural preducts,

The increase reported in the socialiszed herds owned by collective farms
end state farms does not necessarily represent an actusl increase in total
livestock numbers but is largaly due to change in ownership because individual
owners have been forced to sell their livestock to the collective farms as a
whole, The main obstacle to substantial increases in dctual numbaers of live-
stock is the acute shortage of livestock feed,

1. One pood equals 36,113 pounds,
- -
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The increase in agrioultursl mechanimation should result in a greater
productivity per worker. So far in the USSR the rate of increasse in produc-
tivity per farm worksr as a result of increased farm machinery has been con-
siderably slower than in the US,

The section of the Beriya speech referring to potential increases in
crop and livestock production from the extension of irrigated areas and
water supply assumes the sarly completion of very large-scale construction
projects, The completion of such projects on schedule is herdly likely in
view of the difficultles of the projects themselves, the unrealistic time-
table established for the various phases of the construction work, and the
bigh improbability of such large increases in crop production., Large in-
oreasas in crop production in general have been a perennial problem to the
Soviets,

As another example of a eryptic claim, the following statement by Beriya
might bs interpreted to show an increase in oil refining capscity during 1951
of 6 million tons per year, or sbout 14 percent of the required capacity as
estimated from present crude production., Beriya stated: ™Work for the _
building and expanding of oil refineries has developed on a large scale, New
works equipped with firsteclass Soviet techniques which began to work this
year can by themselves process 6 million tons of oil yearly." The qusstion
arises here as to whether work was begun on construction of these plants in
1951 or whether they have already begun to operate at this capacity, The
former conclusion seems much more reasonsble in view of an over-all estimate
of the situation., Similar claims less obscure and Important are made on
several other items,

The Beriys speesch shows that the Soviets have a 1951 Plun despite the fact
that no fifth Five Year Plan has been published as yet. The progress in in-
dustrial production mede under this Plan, as reported by Beriya, is ccnsistent
with that made in recent years and in general is in line with independent,
estimates. Apparently misleading and exaggerated claims, if properly snalyzed,
may be interpreted as future plans, The somewhat bombastic statements of the
Soviets in comparing their production with that of Western Europs and other
countries whers they can show an advantage may be true. These statements are
misleading, howsver, because they omit comparison with the US » with regard to
which their preduction of petrolewm is about one-gaventh, thelr electric power
cutput about one-quarter, and their steel output less than one-third. '
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